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EXECUTIVE SUMMARY
TRICO ELECTRIC COOPERATIVE, INC.

DOCKET NO. E-01461A-07-0433

Trico Electric Cooperative, Inc., ("Trico" or "Cooperative"), a non-profit member owned
cooperative,  filed an application on July 23,  2007,  for  financing authorization to borrow
$58,786,000 from the United States of America, or guaranteed by the United States of America,
through the Rural Utilities Service ("RUS") and $25,194,000 from National Rural Utilities
Cooperative Finance Corporation ("CFC"). Trico submitted applications to RUS in June 2007
and to CFC in July 2007. Subsequently, Trico informed Staff that it anticipates borrowing all the
funds from RUS.

Trico provides electric power distribution service to approximately 37,300 customers in a
service area ranging from Mt. Lemmon on the north side of Tucson to areas west and south of
Tucson to Sasabe on the Mexican border.

The Cooperative proposes to borrow funds in the years 2008 through 2013 to finance the
construction of additional and supplemental facilities to provide for expected growth in its
service territory and maintain its plant in sound operating condition. Construction and borrowing
decisions will be made on a prob act-by-proj et basis.

Trico's existing capital structure consists of 1.6 percent short-term debt, 71.9 percent
long-term debt, and 26.5 percent equity. Trico has an existing, unused borrowing authorization
of $24,748,000. A pro forma capital structure reflecting issuance of this unused authorization
consists of 1.6 percent short-term debt, 75.5 percent long-term debt, and 22.9 percent equity.
Immediate issuance of the proposed $83.98 million debt results in an excessively leveraged
capital structure consisting of 1.4 percent short-term debt, 83.2 percent long-term debt, and 15.4
percent equity. The latter is not a projected result because Trico anticipates drawing the funds
over a six-year period beginning in 2008 instead of immediately.

Trico's times interest earned ("TIER") and debt service coverage ("DSC") ratios for 2006
are 1.49 and 1.62, respectively. Pro forma TIER and DSC reflecting issuance of the $24,748,000
unused borrowing authorization as a 35-year amortizing loan at 5.0 percent per annum are 1.20
and 1.35, respectively. These pro forma results show that Trico has little capacity to support any
borrowing beyond that previously authorized if it  is to maintain compliance with its loan
covenants since RUS loan covenants require a 1.25 TIER and a 1.25 DSC in two of the past three
years. Trico essentially has a one-year leeway before it must increase its operating margin to
support any of its requested additional borrowing authorization.

Staff concludes that the proposed use of funds is appropriate. Staff also concludes that it
is in the public interest for Trico to have $20.8 million of new funding available to finance its
2008 budget for capital improvements. A $20.8 million debt issuance results in a pro Ronna 1.02
TIER and 1.18 DSC. Staff also concludes that any borrowing authorizations granted to Trico in
this proceeding beyond that needed to satisfy its budgeted 2008 capital improvement projects
should be subject to the condition that a pro forma calculation using its most recent annual
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fina ncia l re port (Form 7) re fle cting the  a dditiona l borrowing re sults  in a  1.25 DS C a nd a  1.25
TIER unle s s  the  Commis s ion s pe cifica lly gra nts  a n e xe mption. S ta ff a dditiona lly conclude s ,
s ubje ct to this  condition, tha t Trico incurring up to $83.98 million of de bt for the  purpos e s
propose d in its  a pplica tion is  within its  corpora te  Powe rs , is  compa tible  with the  public inte re s t,
is  compa tible  with s ound fina ncia l pra ctice s , a nd will not impa ir its  a bility to provide  public
service .

S ta ff re comme nds  a uthoriza tion for Trico (1) to is sue  de bt in a n a mount not to e xce e d
$20.8 million to RUS in the  form of a  35-yea r amortizing loan to fund its  budge ted 2008 capita l
improvement projects  and (2) to issue  debt in an additiona l amount not to exceed $63.18 million
to  RUS  in  the  form of a  35-ye a r a mortizing loa n to  fLuld  o the r purpos e s  de s cribe d in  its
a pplica tion s ubje ct to the  condition tha t a  pro forma  ca lcula tion us ing its  mos t re ce nt a nnua l
fina ncia l re port (Form 7) re fle cting the  a dditiona l borrowing re sults  in a  1.25 DS C a nd a  1.25
TIER.

S ta ff furthe r re comme nds  tha t a ny unuse d de bt is sua nce  a uthoriza tion gra nte d in this
proceeding terminate  on December 31, 2013.

S ta ff fu rthe r re comme nds  tha t Trico  be  o rde re d  to  file  with  Docke t Con tro l a s  a
compliance  item an annua l report no la te r than April 15th each yea r demons tra ting compliance
with the  1.25 TIER and 1.25 DSC debt is suance  condition for any debt is sued in the  preceding
calendar year.

E-0146lA-07~0433
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In tro d u c tio n

Trico Ele ctric Coope ra tive , Inc., ("Trico" or "Coope ra tive "), a  non-profit me mbe r owne d
coope ra tive , file d a n a pplica tion on J uly 23, 2007, with the  Arizona  Corpora tion Commis s ion
("Commiss ion") for financing authoriza tion to borrow $83.98 million. The  applica tion s ta te s  tha t
Trico pla ns  to borrow $58,786,000 from the  Unite d S ta te s  of Ame rica , or gua ra nte e d by the
United S ta te s  of America , through the  Rura l Utilitie s  Se rvice  ("RUS") and $25,194,000 from the
Na tiona l Rura l Utilitie s  Coope ra tive  Fina nce  Corpora tion ('CFC") to fina nce  the  cons truction of
a dditiona l a nd supple me nta l fa cilitie s  to provide  for e xpe cte d growth in its  se rvice  te rritory a nd
mainta in its  plant in sound ope ra ting condition. Trico submitted its  applica tion with RUS in June
2007 a nd its  a pplica tion with CFC in J uly 2007. S ubs e que ntly, Trico informe d S ta ff tha t it
anticipa tes  borrowing a ll the  funds from RUS .

Notic e

Notice  of the  Applica tion  for Fina ncing  Authoriza tion  wa s  publis he d  in  Ylie Da ily
Te rritoria l on Augus t 27, 2007, in the  Noga le s  Inte rna tiona l on Augus t 28, 2007, a nd in the
Ca sa  Gra nde  Dispa tch on Augus t 28, 2007. A11 a re  ne wspa pe rs  of ge ne ra l circula tion in the
areas  se rved by Trico. Affidavits  of publica tion and the  notices  a re  a ttached.

Background

Trico  provide d  e le ctric  powe r d is tribu tion  s e rvice  to  37 ,300  cus tome rs , a s  of the
applica tion da te , in a  se rvice  a rea  ranging from Mt. Lemmon on the  north s ide  of Tucson to a reas
west and south of Tucson, to Sasabe  on the  Mexican borde r, and it expected cus tomer tota ls  of
38,400 by the  end of 2007.

Portions  of the  Coopera tive 's  se rvice  temltory a re  sparse ly popula ted, but the  other a reas
including Avra  Va lle y, S a diua rita , a nd Thre e  P oints  a re  e xpe rie ncing ra pid growth via  ne w
s ubdivis ions . Trico ha s  no ge ne ra ting ca pa city of its  own a nd ha s  contra cte d with Arizona
Ele ctric P owe r Coope ra tive , Inc. ("AEP CO") for the  ma jority of its  e le ctric powe r supply. Trico
serves  as  a  conduit for power by providing the  lines , substa tions , switches , transformers , meters ,
and adminis tra tive  functions  for customers .

Purpos e  of Financing

The  Coope ra tive  is  borrowing funds  to fina nce  its  cons truction work pla n for the  pe riod
2008 through 2010 a s  shown in Ta ble  1 be low. The  a pplica tion s ta te s  tha t the  cons truction of
additiona l and supplementa l facilitie s  is  necessa ry to provide  for expected growth in its  se rvice
te rritory a nd to ma inta in its  pla nt in s ound ope ra ting condition. Cons truction a nd borrowing
decisions are made on a prob et-by-proj act basis.

E-01461A-07-0433



Ye a r Construction Budget
2007 $20,029,700

2008 22,770,162
2009 24,733,604
2010 21,016,364

Subtotal $88,549,830
Less: Other Funds 4,569,830
Re qu ire d  Loa n $83,980,000

Year of Draw Amount Drawn Year of Maturity

2008 $10,500,000 2043
2009 18,000,000 2044

2010 18,000,000 2045
2011 t8,000,000 2046
2012 18,000,000 2047
2013 1 ,480,000 2048

Total $83,980,000

\
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Ta b le  1

Des cription of Propos ed Financing

The  propos e d fina ncing is  in the  font of a  35-ye a r a mortizing loa n tha t provide s  for
multiple  dra ws  ove r a n a nticipa te d five -ye a r pe riod from mid-2008 to mid-2013. The  e xpe cte d
interest ra te  is  approximate ly 5.0 percent per annum. The  actua l inte rest ra te  will be  based on the
marke t ra tes  a t the  time  of each draw. The  anticipa ted yearly funding is  shown in Table  2 be low.

Ta ble  2

Financ ia l Ana lys is

S ta ff's  a na lys is  is  illus tra te d in S che dule  BcA-l. Column [A] re fle cts  Trico's  fina ncia l
informa tion for the  yea r ended December 31, 2006. Column [B] pre sents  the  pro forma  re sults
from modifying  Column [A] to  re fle ct is s ua nce  of the  $24,748,000 unus e d  e xis ting  loa n
a uthoriza tion. Column [C] pre s e nts  pro forma  re s ults  from modifying Column [B] to re fle ct
is s ua nce  of the  $83.98 million propos e d de bt. Column [D] pre s e nts  pro forma  re s ults  from
modifying Column [B] to re fle ct a  $20.80 million de bt to fund Trico's  budge te d 2008 ca pita l
improvement projects .

E-01461A-07-0433
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2006 FinancialResults - Scenario A

The Coopera tive 's  capita l s tructure  a t December 31, 2006, consis ted of 1.6 percent short-
tenn debt, 71.9 pe rcent long-tenn debt, and 26.5 pe rcent equity. The  times  inte res t ea rned ra tio
("T1ER")1 and debt se rvice  coverage  ra tio ("DSC")2 for 2006 are  1.49 and 1.62, respective ly.

Issuance of Unused Debt - Scenario B

At De ce mbe r 31, 2006, Trico ha d $24,748,000 of unuse d a uthoriza tion to incur de bt. A
pro  fo rma  ca p ita l s truc tu re  tha t modifie s  s ce na rio  A to  re fle c t is s ua nce  o f th is  unus e d
a uthoriza tion cons is ts  of 1.6 pe rce nt s hort-te rm de bt, 75.5 pe rce nt long-te rm de bt, a nd 22.9
pe rce nt e quity. The  pro forma  TIER a nd DS C for S ce na rio B a re  1.20 a nd 1.35, re spe ctive ly.
RUS loan covenants  require  a  1.25 TIER and a  1.25 DSC in two of the  pas t three  years . The  pro
forma  TTER a nd DS C re s ults  in  s ce na rio  B s how tha t Trico ha s  little  ca pa city to  s upport
additiona l borrowing based on its  2006 opera ting results .

Issuance of the Proposed $83.98 Million Loan .- Scenario C

Trico re que s ts  a uthoriza tion to is s ue  $83.98 million in a dditiona l de bt. A pro forma
capita l s tructure  tha t modifies  scenario B to re flect issuance  of the  proposed $83.98 million debt,
i.e ., scena rio C, cons is ts  of 1.4 pe rcent short-te rm debt, 83.2 pe rcent long-te rm debt, and 15.4
pe rce nt e quity. The  pro forma  TIER a nd DS C for S ce na rio C a re  0.71 a nd 0.85, re spe ctive ly.
These  results  re flect a  s tress  tes t s ince  Trico anticipa tes  drawing the  funds over a  s ix-year period
be ginning in 2008 ins te a d of imme dia te ly following 2006. Trico's  proje ctions , which re pre se nt
unknown assumptions  about future  re sults , show tha t it will have  the  ability to mee t debt se rvice
obliga tions  including the  proposed debt is suance . While  Trico's  projections  may be  reasonable ,
S ta ff conclude s  tha t the se  proje ctions  of fina ncia l pe rforma nce  a re  not sufficie ntly re lia ble  to
serve  as a  basis  for unconditionally granting the  requested debt issuance authoriza tion.

Issuance of $20.8Million Loan - Scenario D

Trico's  2008 ca pita l improve me nt proje cts  budge t is  $20.8 million. Is s ua nce  of $20.8
million of de bt would provide  funds  to a llow the  Coope ra tive  to continue  its  pla nne d ca pita l
improve me nt proje cts  for a nothe r ye a r without inte rruption. A pro forma  ca pita l s tructure  tha t
modifie s  scena rio B to re fle ct is suance  of $20.8 million in debt, i.e ., scena rio D, cons is ts  of 1.5
pe rce nt short-te rm de bt, 77.8 pe rce nt long-te rm de bt, a nd 20.6 pe rce nt e quity. The  pro forma
TIER a nd DSC for Sce na rio D a re  1.02 a nd 1.18, re spe ctive ly. In sce na rio D, the  Coope ra tive

1 TIER represents the number of times earnings will cover interest expense on long-term debt. A TIER ratio greater
than 1.0 means that operating income is greater than interest expense. A TIER less than 1.0 is not sustainable in the
long term but does not necessarily mean that debt obligations cannot be met in the short term.
2 DSC represents the number of times internally generated cash will cover required principal and interest payments
on long-term debt. A DSC ratio greater than 1.0 indicates that operating cash flow is sufficient to cover debt
obligations. A DSC less than 1.0 means that debt service obligations cannot be met by cash generated from
operations and that another source of funds is needed to avoid default.

E-01461A-07-0433
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ha s  s ufficie nt ca s h flow to  me e t a ll obliga tions , but it will ne e d to  improve  upon its  2006
opera ting results  to mee t the  RUS requirement for a  1.25 TIER and a  1.25 DSC. S ince  the  TIER
and DSC requirements  apply to two of the  past three  years , if the  Coopera tive  fa lls  short of these
parameters  in any one  year, it has  an opportunity to pursue  corrective  measures for compliance  in
subsequent years.

Relationship between Line of Credit and Proposed Debt

The  Coope ra tive  ha s  a  $25,000,000 re volving line  of cre dit a uthorize d in De cis ion No.
66779, da te d Fe brua ry 13, 2004. The  line  of cre dit provide s  in te rim fina ncing for ca pita l
improve me nts  by funding cons truction until RUS  long-te rm funds  be come  a va ila ble . De cis ion
No. 66779 placed a  re s triction on use  of the  line  of credit s ta ting tha t "... use  of the  line  of credit
a u th o rize d  h e re in  s h a ll b e  re s tric te d  to  o b ta in in g  in te rim fin a n c in g  fo r fu tu re  ca p ita l
improve me nt proje cts  for which the  Commis s ion ha s  a uthorize d long-te rm fina ncing." If the
Commiss ion authorizes  the  reques ted $83.98 million financing and re la ted capita l improvement
proje cts , this  re s triction will be  sa tis fie d. Howe ve r, the  unde rlying purpose  of tha t re s triction is
not only to res trict use  of funds  for appropria te  purposes  but a lso to prevent excess ive  borrowing
via  a  la rge  line  of cre dit. Use  of the  line  of cre dit a s  inte rim fina ncing doe s  not re sult in e xce ss
debt only if Trico can se rvice  the  long-tenn debt tha t it uses  to re finance  it. Trico is  not currently
ge ne ra ting s ufficie nt ca s h flow to s e rvice  a ll of the  re que s te d fina ncing. Accordingly, S ta ff
conclude s  tha t re s trictions  s hould a pply to dra ws  on the  ma jority of the  re que s te d fina ncing
authoriza tions . If the  re s tricte d portions  of the  a uthorize d fina ncing a re  cons ide re d ca pita l
improvements  for which the  long-te rm financing has  been authorized, Trico could use  the  line  of
credit to incur debt tha t cannot meet the  conditions  or res trictions  placed on issuing the  long-te rm
de bt. The re fore , S ta ff conclude s  tha t a ny conditione d/re s tricte d a uthoriza tions  should not be
used to sa tis fy the  line  of credit re s triction in Decis ion No. 66779.

Engineering Analysis

The  S ta ff Engine e ring Re port is  a tta che d. S ta ff re vie we d the  cons truction work pla n
which include s  ca pita l e xpe nditure s  on tra ns mis s ion, dis tribution s ys te m upgra de s  a nd ne w
infras tructure  for the  new projects . S ta ff concludes  tha t Trico's  $83.98 million (Tota l project cos t
$88,549,830 le ss  $4,569,830 from Trico's  Genera l fund) es tima ted cos t for the  proposed capita l
improvements appear reasonable . Treatment of the  proposed plant improvements for ra te-rnaldng
purposes  is  deferred to a  future  ra te  proceeding. S ta ff makes no "used and useful" de te rmina tion
in this  proceeding.

Compliance

No outs tanding compliance  de linquencies  apply to Trico.

E-0146lA-07»0433
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Staff Conclusions and Recommendations

Sta ff concludes  tha t the  proposed uses  of funds  a re  appropria te  and the  es timated cos ts
are reasonable.

S ta ff furthe r conclude s  tha t it is  in the  public inte re s t for Trico to ha ve  $20.8 million of
new funding ava ilable  to finance  its  2008 budge t for capita l improvements . S ta ff a lso concludes
tha t a ny borrowing a uthoriza tions  gra nte d to Trico in this  proce e ding be yond tha t ne e de d to
sa tis fy its  budge ted 2008 capita l improvement projects  should be  subject to the  condition tha t a
pro forma  ca lcula tion us ing its  mos t re ce nt a nnua l fina ncia l re port (Form 7) re fle cting the
additiona l borrowing re sults  in a  1.25 DSC and a  1.25 TIER unle ss  the  Commiss ion specifica lly
gra nts  a n e xe mption. S ta ff a dditiona lly conclude s , subje ct to this  condition, tha t Trico incurring
up to $83.98 million of de bt for the  purpose s  propose d in its  a pplica tion is  within its  corpora te
Powers , is  compa tible  with the  public inte re s t, is  compa tible  with sound financia l practice s , and
will not impa ir its  a bility to provide  public s e rvice .

S ta ff re comme nds  a uthoriza tion for Trico (1) to is sue  de bt in a n a mount not to e xce e d
$20.8 million to RUS in the  form of a  35-yea r amortizing loan to fund its  budge ted 2008 capita l
improvement projects  and (2) to issue  debt in an additiona l amount not to exceed $63.18 million
to  RUS  in  the  form of a  35-ye a r a mortiz ing  loa n  to  Mud o the r purpos e s  de s cribe d  in  its
a pplica tion s ubje ct to the  condition tha t a  pro forma  ca lcula tion us ing its  mos t re ce nt a nnua l
fina ncia l re port (Form 7) re fle cting the  a dditiona l borrowing re sults  in a  1.25 DS C a nd a  1.25
TIER.

S ta ff furthe r re comme nds  tha t a ny de bt is sua nce  a uthoriza tion conditiona lly gra nte d in
this  proceeding sha ll not sa tis fy the  line  of credit re s triction specified in Decis ion No. 66779 tha t
"... use  of the  line  of cre dit a uthorize d he re in sha ll be  re s tricte d to obta ining inte rim fina ncing
for future  ca pita l improve me nt proje cts  for which the  Commis s ion ha s  a uthorize d long-te nn
fina ncing" unle s s  the  a mounts  dra wn on the  line  of cre dit whe n tre a te d a s  dra ws  on de bt
authoriza tions  granted in this  proceeding would meet the  1.25 TIER and 1.25 DSC conditions .

S ta ff furthe r re comme nds  tha t a ny unuse d de bt is sua nce  a uthoriza tion gra nte d in this
proceeding terminate  on December 31, 2013.

S ta ff fu rthe r re comme nds  tha t Trico  be  orde re d  to  file  with  Docke t Contro l, a s  a
compliance  item in this  docke t, an annua l report no la te r than April l 5th each year demonstra ting

3 For ptuposes  of this  tes t, the DSC is  ca lcula ted as  a  fraction with opera ting margin before fixed obligations ,
deprecia tion and amortiza tion, and income tax, if any, in the numerator and interes t on short-tenn and long-term
debt plus  principal repayments  due within 12 months  in the denominator, and TIER is  ca lcula ted as  a  fraction with
operating margin before fixed obligations  in the numerator and interes t on short-term and long-term debt in the
denominator. Calcula tions  are to be based on the most recently filed audited financia l s ta tements  (Form 1) adjus ted
to reflect the interes t and principle impact of changes  to outs tanding debt to the date of the calcula tion plus  the
proposed new debt, where interes t and principal repayments  are annualized.

E-01461A-07»0433
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Page 6

compliance  with the  1.25 TIER and 1.25 DSC debt issuance  condition for any debt issued in the
preceding ca lendar year.

S ta ff re comme nds  a uthorizing Trico to e nga ge  in a ny tra ns a ction a nd to e xe cute  a ny
documents necessary to effectuate  the authorizations granted.

S ta ff furthe r re comme nds  tha t Trico be  orde re d to provide  to the  Commiss ion within 60
days  of clos ing of the  loans , copie s  of a ll executed loan documents . Such copie s  a re  to be  filed
with Docke t Control, a s  a  compliance  item in this  docke t.

E-0146lA-07~0433
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ATTACHMENT A

\

MEMORANDUM

TO: Bre nda n Ala di
P ublic Utility Ana lys t III
Utilitie s  Divis ion

FROM: Prem Bahl R e
Electric Utilities Engineer
Utilities Division

DATE : Ma y 5, 2008

S UBJ ECT: S TAF F  R E P O R T F O R  TR IC O  E LE C TR IC  C O O P E R ATIVE ,  INC . ,
AP P LICATION FOR FINANCING DOCKET no. E-01461A-07-0433)

Trico Ele ctric Coope ra tive , Inc. ("Trico" or "Coope ra tive ") s ubmitte d a n a pplica tion to

the  Arizona  Corpora tion  Commis s ion  ("Commis s ion") fo r a u thoriza tion  to  borrow

$58,786,000 through the  Rura l Utilitie s  Se rvice  ("RUS") a nd $25,194,000 from Na tiona l

Rura l Utilitie s  Coope ra tive  Fina nce  Corpora tion ("CFC"). The  purpose  of this  loa n is  to

provide  fina ncing for the  Coope ra tive 's  2004-2007 Cons truction Work P la n ("P la n" or

"W o rk P la n ").  Th is  lo a n  a m o u n t M1 1  e n a b le  Tric o  to  in ve s t in  e le c tric  u tility

infra s tructure  in te rms  of upgra de s  a nd ne w a dditions  to the  e xis ting dis tribution a nd

transmission system to meet the  projected customer demand in a  re liable  manner.

Utility Ove rvie w

Trico is  a n a ll-re quire me nt coope ra tive , re ce iving a ll of its  powe r s upply from Arizona

Ele ctric P owe r Coope ra tive  ("AEP CO"). It is  de live re d to Trico through the  tra nsmiss ion

s ys te m of S outhwe s t Tra ns mis s ion  Coope ra tive , Inc . ("S WTC"). Curre n tly, Trico

provide s  e le ctric powe r to  a pproxima te ly 33,867 re ta il cus tome rs  (me mbe rs ), ove r

a pproxima te ly 3,497 mile s  of e ne rgize d line s , including 31 mile s  of tra nsmis s ion line s ,

1,581 mile s  of ove rhe a d dis tribution line s  a nd 1,885 mile s  of unde rground dis tribution

ca ble s . Trico s e rve s  a n a re a  a round the  City of Tucs on a pproxima te ly 25 mile s  to the

we s t, 50 mile s  to the  s outh, 15 mile s  to the  e a s t, a nd 20 mile s  to the  north. Trico a ls o

s e rve s  in  the  Ariva ca  a nd S a s a be  a re a s , a nd in  the  Ba boquiva ri Mounta ins . The



I

Coope ra tive 's  s e rvice  te rritory is  loca te d within  S WTC's  Control Me a l. The

Cooperative 's  retail load peaked at 166 MW in 2007. A geographical layout of Trico's

present and proposed substations is attached as Exhibit 1.

Review of Capital Projects

Staff has reviewed Trico's 2007-2010 Construction Work Plan. In assessing the Plan,

Staff utilized the following criteria.

•

•

•

Does the Plan adequately address the needs of the projected customer and load

growth in Trico's service territory?

Are  the  capita l expenditures  on transmiss ion and dis tribution infras tructure

upgrades and new additions appropriate and reasonable?

Is  the  Coopera tive  opera ting and mainta ining its  e lectric sys tem in a  re liable

manner?

Customer and Load Growth

Historically, Trico's  tota l number of customers grew from 28,197 in 2003 to 38,119 in

2007. The  Trico dis tribution system load increased from 116 MW to 166 MW in the

same period. These are average increases of 7.83 percent and 9.01 percent, respectively,

per year for the four year period. Most of this growth has been in the residential sector,

although there has been large power growth with new loads such as City of Tucson's

water recovery project and a new casino load. Trico's peak load is projected to grow from

166 MW in 2007 to 212 MW in 2012, which is only 5.2 percent average increase per year

in this time period.

Trico staff, in collaboration with Ellett and Gaynor consultants, prepared a 2007-2027

Long Range  Plan ("LRP") in May 2007. According to this  LRP, Trico projected the

average number of customers receiving service at an average customer growth from

1 A Control Area monitors actual and scheduled transmission transactions to assure load
and generation are balanced within its system and power flows are within the ratings of
the transmission facilities.

2



37,515 in 2007 to 140,605 cus tome rs  in 2027, including 9,744 cus tome rs  a t Willow

S p rin g s ,  a n  a re a  n o rth  o f O ra c le  J u n c tio n  fo r wh ich  Trico  h a d  a  Ce rtific a te  o f

Conve nie nce  a nd Ne ce ss ity ("CC&N") e xte ns ion a pplica tion jus t a pprove d la s t ye a r by

the  Commiss ion.

Projec ted  Capita l Expenditure s

S ta ff ha s  re vie we d  the  Coope ra tive 's  2007-2010  Cons truction  Work P la n , which

e nume ra te s  ca pita l e xpe nditure s  on tra nsmiss ion a nd dis tribution sys te m upgra de s  a nd

ne w infra s tructure . The s e  e xpe nditure s  re la te  to  ne w unde rground a nd ove rhe a d

dis tribution line s  for line  e xte ns ions  to ne w cus tome rs , ne w tie  line s , conve rs ions  a nd

upgrades  of exis ting dis tribution line s . The  Work P lan budge t for 2007-2010, amounting

to $88,549,830, is  summa rize d in the  folloMng Ta ble  1. To the  e xte nt the  Coope ra tive

cou ld  u tilize  funds  in  the  a moun t o f $4 ,569 ,830  from its  Ge ne ra l Funds , Trico 's

a p p lic a tio n  fo r fin a n c in g  re q u e s ts  o n ly th e  d iffe re n c e ,  wh ic h  a mo u n ts  o n ly to

$83,980,830

Table 1

SUMMARY OF CONSTRUCTION WORK PLAN 2007-2010

Codes AccountName 2007 1008 2009 20i0 Total

100

200

300

400

Member Elms. $9,785,563 $8,433,159 $9,555,462

Tie Lines $1.862,000 $3,488,610 $3,054,331

Upgrades, Rebuilds $3,082,000 $4,267,290 $2,651 , 189

New Substations $0 $927,000 $1 ,591 ,350

$10,655,328

$2,107,871

$2,221,514

$819,545

$38,429,512

$10,512,812

$12,221,993

$3,337,895

600

700

800

Misc. Distm. Eqp.

Other Distribution

Transmission

$5,290,656 $5,644,337 $4,582,423

$9,481 $9,766 $10,059

$0 $0 $3,288,790

$5,201,745 $20,719,161

$10,361 $39,667

$0 $3,288,790

General Funds

Total Project Cost

Sub-Total* $88.549.830

4.569.830

$83,980,000

3



* Note: The total work plan is $4,569,830 greater than the current loan amount due to the
remaining amount of Trico's last loan approved by RUS and the ACC. Trico has not completed all
the work from the last construction work plan and still has the $4.5 million remaining from the last
loan. Therefore, the new loan amount does not need to be the total work plan amount.

The capital project facilities for which funds have been applied for include new tie lines

such as, among others, Moore Road tie line Phase I & Phase II, San Lucas Development

to Dove Mounta in West ,  Ruby S ta r ;  Dove Mounta in Blvd/Camino De Manama;

SaddleBrooke Ranch Feeder second Circuit; Oracle Highway underground tie line, etc.

Conversions and line changes include, among others, Circuit 24 rebuild - Three Points

Substation to Diamond Bell Tap, Camino Del Portillo underground cable replacement;

San Joaquin Substation to Valhalla and to Sandario Substations, New Tucson Substation

to Wetstones and to Rinconado Substa t ions,  and ARTCO Farms to Grand Valley.

Miscellaneous distribution equipment includes overhead and underground transformers

and meters, capacitors and reactors, voltage regulators, and replacements. Security

Lights to the tune of $39,667.00 are also included. The Work Plan also includes a 12-

mile long 69 kV transmission line from the SaddleBrook Ranch Substation to the

Willow Springs area.

Staff finds the items included in the list of capital projects are appropriate to meet new

load growth and will enable Trico to operate and maintain the electric system in a safe

and reliable manner, and the expenditure amounts associated with these projects appear

to be reasonable.

System Reliability

The Coopera t ive has included in its  Work Plan upgrades and needed addit ions of

transmission and distribution facilities for reliable operation of its system. There is a

provision in the Work Plan for new tie lines and a conversion from overhead line to

underground cable to maintain proper voltages on the system. The new transmission line

and new distribution tie lines as described above will enable the Cooperative to meet the

projected system load in a reliable manner.

Customer Outage Hours

4



Trico's  outa ge  hours  pe r cons ume r va rie d be twe e n 2.16 a nd 2.25 for the  2003-2007

pe riod, s howing a n a ve ra ge  of 2.21 outa ge  hours  pe r cons ume r pe r ye a r. This  is  we ll

within the  RUS guide lines  of 5 outage  hours  pe r consumer pe r yea r. This  shows tha t the

Coopera tive  is  providing re liable  se rvice  to its  cus tomers  and re sponding to emergencies

in a  time ly ma nne r.

Sys tem Losses

Trico's  a nnua l sys te m losse s  ra nge d be twe e n 5.29 pe rce nt in 2003 a nd 5.17 pe rce nt in

2007. These  losses  a re  we ll within the  indus try guide lines  of 10 pe rcent pe r yea r for rura l

e lectric coopera tives .

Conclusions

Ba s e d on the  a fore me ntione d re vie w of Trico's  dis tribution proje cts  a s  include d in its

2007-2010 Cons truction Work P lan, and othe r informa tion provided by Trico in re sponse

to S ta ffs  Da ta  Re que s ts  (both writte n a nd ve rba l), S ta ff be lie ve s  dirt the se  proje cts  a re

a ppropria te  to me e t the  proje cte d de ma nd of the  Coope ra tive 's  ne w cus tome rs . In

addition, the  upgrade  of exis ting e lectric facilitie s , replacement of wooden poles  and aged

unde rground ca ble , a nd the  a ddition of ne w tra ns mis s ion a nd dis tribution fa cilitie s  will

he lp ensure  sys tem re liability. S ta ff furthe r concludes  tha t the  cos ts  a ssocia ted with these

proje cts  a ppe a r to be  re a sona ble . Howe ve r, this  doe s  not imply a  spe cific tre a tme nt for

ra te  base  or ra te  making purposes.

cc: De l S mith

5

4

I I !



O

»

I

I

11

TRICO Electric Cooperative, Inc.
Substatlon and Transmission Line

_ Existing Substation TRICO owned

_ Existing Substation SWTC owned

_ New Substation SWTC owned

- 69KV Transmission

Legend

smunosusexuung
115I25KV,5l'IMVA
a.2llw.ao.el=w¢¢n¢m¢
% Lcidtd s18.5%

Mum sue Exddng
nsluxv, znuvA
1 wzsxv, 50llVA
19.7uw, so Few!! Fldnr
% M1404 I a.s%

l̀'h¢u puma Sub Ezdatlna
11sas»<v,zauvA
12.suw.oup~aw¢vFa
as Lnnum. six

Vdanda Sub Existing
1 wnsxv , 20IIVA
11s/zsxv, eauvA
now, 91.1 Power hem:
as Lnldld g 30.7%

/  .
*

. E 1
i

. - _ ,....,

9 _ Zi'
54

We . ¢*"
i\*

;
-+-

,./'{

Ondc Junction Sub Exldng
11 slssxv. souvA
11 SANKV, SBMVA
e a nux v ,  Suv A

`llm¢nyddo Sub Existing
4alzsxv , suv A
19MW. 99.7 Power FlUor
% L00d8d I 76.2%

Nlv iik l Sub new
11 susxv. souvA
zoos

slum: Sub NEW
nwsxv. SUUVA
anno

slum: Sub E-was
a4a/:so/zsxv. 1eouvA
zaomsxv. NUUVA
wwssxv. 2wvA

EXHI BIT 1

San J¢§quln SIlb N
us42snv .scuvA
2009

uueo. cucv  J
Susan, Raman

Am Vdlny Sub Exldlng
vuslunv. souvA
ze2ulw. 9a.4 new Pwnc:
*1.01486 z 32.9%

11-5*. Nlllllill

I
I

1
5

I

4";
-33

- amen Valley Sub Exladng
sarzsxv. 1a.aa0AvA
oslzskv. 1z.suvA
1s.7uw, 99.2 Pawn near
as191d14 =61.2%

Siddlhluukl mama: Sub Ewan
ns/axv.souvA
Fee¢o¢~snotonuglzad

r

"*\¢.

Snluallh Sub Existing
no/axv. ZBUVA
19.7\IW,
as Ludlow

9BFwl9fFl¢:l0f
=80%

2s.o1uw

Slddsbwcke8l1b Elllflw
ealzsxv, 12.suvA
ealzsxv, 1z.suvA

, 98.8 Pnqer Fnmav
as \.0m4 = 10i.7%

PKB-1 .4Map.pDF

111

121

113

v15

122

114

112

f17

,10

T

T

T16

719

720

118

I

QSE

l

a E7 RE E

15

8 8 R10 E n11 E 812 E

I

R13 E R14 E R15 e Rte

I i

E

9

8



IN

u

9
o

I..

111

I)

was printed and published correctly in the regular and entire issue of said THE DAILY

TERRITORIAL for 1 issues, that was first made on the 27th day of August 2007

and the last publication thereof was made on the 27th day of August 2007 ,

that said publication was made on each of the following dates, to-wit:

08/27/07

Tucson, County of Pima, State of Arizona and elsewhere, and the hereto attached:

PUBLIC NOTICE
TRICO ELECTRIC COOPERATIVE INC
to borrow the additional sum of $58,786,000
et al

Sean Ardry, being first duly sworn, deposes and says that (s)he is theLegal

Advertising Manager of THE DAILY TERRITORIAL, a daily newspaper panted and

published in the County of Pima, State of Arizona, and of general circulation in the City of

COUNTY OF PIMA

STATE OF ARIZONA )
)
)

JAMIE C. t.v»,crs
Notary Public - Arizofia
Pima County
Expires 02/04/08

at the Request of:

by __ J _ __ _ ., Legal Advertising Manager
Subscribed and sworn to before me this 27th day of August 2007

AFFIDAVIT OF PUBLICATION

/,/

\{\[\.Ax pk . / /A
@ Public in and for the County of Pima, State of Arizona

ss.

Waterfall Economidis Caldwell

C I

ATTACHMENT B

My commission expires: L.

aw
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PUBLIC NOTICE
. _ OF

AN APPLICATION FOR AN ORDER
RUTHOHIZING TRICO ELECTRIC

COOPERATIVE, INC. TO BOHROW
THE ADDITIONAL sum OF

$58,786,000 FROM THE UNITED
STATES OF AMERICA (RDUP) AND

THE ADDITIONAL SUM OF
`4,194,00D FROM NATIONAL

\L UTILITIES COOPERATIVE
. .NCE CORPORATION AND TO
EVIDENCE SAID LOANS BY THE

EXECUTION OF LOAN
AGREEMENTS, PROMISSORY

NOTES AND SECURITY
DOCUMENTS REQUIRED

BY THE LENDERS
TRICO ELECTRIC coopEnAT\vE,
INC..(Company) filed an Application
with the Arizona Corporation Commis-
sion (Commission) for an order author-
izing Applicant to Bon ow the Additional
Sum of $58,786,000 from the United
States Of America (RDUP) and the Ad-
ditional Sum of $25,194,000 from Na-
tional Rural Utllities Cooperative Fi-
nance Corporation and to Evidence
Said Loans by the Execution of Loan
Agreements, Promlssory Notes and Se~
curity Documents Required by the
Lenders in Docket No.
E-01461A~07-0433. The Application is
available for inspection during regular
business hours at the cfflces of the
Commission in Phoenix, Arizona, and
the Company's olflces at 8600 West
Tangerine Fload, Marina. Arizona.
intervention In the Commisslon's pro-
ceedings on the Application shall be
permitted to any person entitled by law
to intervene and having a direct sub-
stantial interest in this matter. Persons
desiring to intervene must file a Motion
to intervene with the Commission which
must be served upon Applicant and
which, at a minimum, shall contain the
following information:
1. The name, address and telephone
number of the proposed intervenor and
of any person upon whom service of
documents is to be made If different
than *he Intervenor.
2 'rt statement of the proposed In-
te .'s Interest in the proceeding.
a. Vvnether the proposed intervenor de-
sires a formal evidentiary hearing on the
Application and the reasons for such a
hearing.
4. A statement certifying that a copy of
the Motion to intervene has been
mailed to Applicant.
The granting at Motions to intervene
shall be governed by A.A.C. R14.3~105,
except that all Motions to intervene
must be tiled on, or before. the 15th day
after this notice is published.

PUBLISH: The Dairy Territorial
August 27, 2o01

pntrlco rt
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Affidavit of Publica tion
STATE OF ARIZONA

ss.

COUNTY OF PINAL DONOVAN M. KRAMER SR. first being duly sworn
deposes and says: That he is a native bam citizen of the United States of
America, over 21 years of age, that he is publisher of the Casa Grande
Dispatch, a daily newspaper published at Casa Grande, Pinar County,
Arizona, Monday through Saturday of each week; that a notice, a full, true
and complete printed copy of which is hereunto attached, was printed in
the regular edition of said newspaper, and not in a supplement thereto, for

ONE consecutive issues the first publication thereof having
been on the 28TH _ _

AUGUS T A.D.. 2007day of

Second publication

Third publication

Fourth publication

Fifth publication

Sixth publication
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PUBLIC NOTICE
OF

AN APPLICATION FOR
AN ORDER AUTHORIZING

TRICO ELECTRIC COOPERATIVE, INC.
TO BORROW THE AODMONAL

SUM OF $5B;786,000
FROM THE UNITED STATES

OF AMERICA (RDUP)
AND THE ADDITIONAL SUM OF
$25,194,000 FROM NATIONAL .

RURAL UTILITIES COOPERATIVE
FINANCE COFXPQRATlON

AND TO EVIDENCE SAID LOANS BY
THE EXECUTION OF

LOAN AGREEMENTS, PROMISSORY
NOTES AND SECURIW

DOCUMENTS REQUIRED
BY THE LENDERS

TRICO. ELECTRIC COOPERATIVE,
INC. (Company) tiled an Application with
the Arizona Corporation Commission
(Commission) for an order authorizing
Applicant to Borrow the Additional Sum of
$58,786,000 frown. the United States Of
America (RDUP) and the Addiliolid Sum
of $25,194,000 from National Rural
Utilities Cooperative Finance Corporation
and to Evidence Said Loans by the
Execution of Loan Agreements,
Promissory. Notes and Security
Documents Required by the Lenders In
Docket No. E-01461A-07-0483. The
Application is available for inspection dur-
ing regular business hours at the offices of
the Commissioning Phoenix, Arizona, and
the Company's offices at shoo West
Tangerine Hoad, Marina, Arizona.

Intervention in the Commission's pro#
reedings on the Applicaltion shall be per-
mitted to any person entitled by.1law to
imeweneand having. a direct substantial
interest in this Matter. Persons desiring to
intervene must file a Motion to Intervene
with the Commission which must be
served upon Applicant and which, at* a
minimum, shall contain the following. infor-
mation:

1. The name, address and telephone
number of the proposed intervenor andof
any person upon whom service ofdoOu- .
ments is to be made it different than the
intervenor. ..

2. A short statement of the proposed
intervenor's interestin the proceeding.

3. Whether the proposed intervenor
desires a formal ewidentlary hearing on the
Application and the reasons tor such a
hearing.

4. A statement certifying that a copy of
the Motion to Intervene has been mailed to
Applicant.

.The granting of Motions to Intervene
shall be governed by AA.C. R14-a-105,
except that an Motions to Intervene must
be filed on, or before, the 15th day after
this notice is published.

DATED; August 20, 2007
No. or publications: 1; date. of publication:
Aug. pa, 2007.
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being first

duly swam, deposes and says: That (he) (she) is the Agent to the Publisher of the

noetLEs INTERNATIONAL newspaper printed and published two days a week in the

Gity of Nogales, County of Santa Cruz, State of Arizona. That the notice, a copy of which

is hereto attached, described as follows:
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APPLICATION FOR AN
ORDER AUTHORIZING
TRICO ELECTRIC TO
BORROW

was printed and published in the regular and entire issue of said

NOGALES INTERNATIONAL Mr 1
issues, that the Wist was

made on the 2 8 t h day of AUGUS T 20 07

awdthelastpubfvationthelecfwasnmadeonthe 2 8 t h day of

20

was made on each of the following dates, to wit:

AUGUS T 07 that saidpublication

0 8 / 2 8 / 0 7

Request of

Nog9i@s i*r'rtfernationalEC

268 W. View Point, Nogales, AZ 85621, (520) 281-9706
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